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BEAUMONT SELECT CORPORATIONS INC. 


FRoport to HPharehalders 


Your company had a profitable year in 2001. 2001 marked 
the fifth consecutive year of profitability in the history of 
the Company. 


FINANCIAL HIGHLIGHTS 


Your Company had record sales in the past year. Sales 
increased from $32,127,000 to $35,026,000. Operating 
income remained at $1,411,000, which was due to 
substantial increases in the cost of labour, utilities, freight 
and packaging. Net income in 2001 was $652,000 in 
comparison with $417,000 in 2000, which translated to 
$0.04 per share in 2001 and $0.02 per share in 2000. 


Funds flow from operations were $3,150,000 and 
$3,072,000 in 2001 and 2000 respectively, while EBITDA 
was $4,100,000 in 2001 versus $3,108,000 in 2000, an 
increase of 32% due to the elimination of a one-time loss in 
the prior year. 


The current ratio and debt to equity ratio were 1.22:1 and 
1.45:1 respectively in 2001, compared to 1.16:1 and 1.49:1 
in 2000. 


DIVISIONAL REPORTING 


Real Estate Division 


Over the years, the Company has seen a substantial 
increase in real estate values in the areas where we own 
properties. The total rentable space of our buildings is 
approximately 125,000 square feet, which comprised of 
15,000 square feet of office space and 110,000 square feet 
of industrial space. All buildings are fully leased. 


All the industrial buildings have a ten-year lease with 
affiliates at market rates, while the office building is now 
leased to third parties. Two of the three industrial buildings 
are in prime industrial areas in Calgary, Alberta, while the 
third one is in Winnipeg, Manitoba. The free cash flow 
from the rental of these buildings along with other 
appropriate capital will be used to expand the division. 


Food Processing Division 


The Food Processing Division continues to grow steadily as 
we get new customers in both Canada and the United 
States, and as new products are successfully introduced. 


The Food Processing Division continues to research new 
product opportunities. In addition, we will continue to 


expand sales of existing products to a broader geographic 
customer base. 


CORPORATE ACTIVITY 


The directors and management feel that the shares of the 
Company are trading on the market at less than their fair 
value and the Company is continuing the repurchase of 
shares under a normal course issuer bid. At of June 30, 
2001, under its third normal course issuer bid, the 


bo 


Company had repurchased 820,500 shares for a cost of 
$474,849. Since the beginning of our repurchase program 
three years ago, the Company has repurchased 
approximately 2,555,000 shares from the market, as our 
continued effort to improve the shareholder value. In June 
2001, the Company received approval from The Canadain 
Venture Exchange to acquire an additional 672,903 shares, 
representing approximately 3.6% of the issued and 
outstanding class “A” shares, through a fourth Normal 
Course Issuer Bid, which commenced on June 29, 2001 
and will terminate on June 28, 2002. 


In this fiscal year of 2001, the Company adopted the 
recommendations of the Canadian Institute of Chartered 
Accountants on accounting for future income taxes. The 
change in the accounting policy for future income taxes 
has been adopted retroactively and retained earnings have 
been increased by $809,000, while the future income tax 
asset has been increased by the same amount. However, 
prior periods have not been restated. As at June 30, 2001, 
the future income tax asset was approximately $196,000. 


SUMMARY 


We anticipate the hard work of the past years will result in 
continued improvement in the performance of your 
Company over the next 24 months. 


New product development will continue to be emphasized 
in the Food Processing Division. As well, your Company 
continues to expand our market for its food products 
throughout North America. The U.S. marketplace 
represents the largest potential for sales growth of existing 
products. The development of key contacts with both 
brokers and retailers should enable your Company to grow 
its U.S. sales substantially over the next few years. 


It is the continued objective of your Company to increase 
the profitability and EBITDA by 10% on an annualized 
basis, over a 6-year period. 


It has been another successful year for your Company, 
which has entered the new year with renewed optimism, 
and management feels that your Company has the 
potential for increased sales and profitability, which 
translates to increased value for our shareholders which 
Management and employees of the Company are driving 
vigorously to attain. 


A NOTE OF THANKS 


We wish to take this opportunity to thank all of our 
managers, supervisors and employees who, as associates, 
worked so hard to make this another successful year. 


Joecot 


Winston Ho Fatt 
Chairman and Chief Executive Officer 


(Gfinancial Patemonss 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS 


The accompanying consolidated financial statements of Beaumont Select Corporations Inc. have been prepared by 
management in accordance with Canadian generally accepted accounting principles consistently applied. The 
Company’s accounting procedures and related systems of internal control are designed to provide reasonable 
assurance that its assets are safeguarded and its financial records are reliable. In recognizing that the Company is 
responsible for both the integrity and objectivity of the financial statements, management is satisfied that these 
financial statements have been prepared with this in mind and within the information presented in the financial 
statements. 


KPMG LLP, Chartered Accountants, have been appointed by the shareholders of the Company to serve as the 
Company’s external auditors, have examined the consolidated financial statements of the Company for the years 
ended June 30, 2001 and June 30, 2000. 


The Audit Committee has reviewed these statements with management and the auditors, and has reported to the 
Board of Directors. The Board has approved the consolidated financial statements of the Company herein. 


Winston Ho Fatt 
Chairman and Chief Executive Officer 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Beaumont Select Corporations Inc. as at June 30, 2001 and 2000 
and the consolidated statements of operations and retained earnings and cash flows for the years then ended. These 
financial statements are the responsibility of the Corporation's management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures 
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of 
the Corporation as at June 30, 2001 and 2000 and the results of its operations and its cash flows for the years then 
ended in accordance with Canadian generally accepted accounting principles. 


KPPING 027 


Calgary, Canada Chartered Accountants 
September 14, 2001 


Censelidated Balance Sheets 


June 30, 2001 and 2000 


ASSETS 
Current assets: 


Inventory (note 2) jcatas 6 feck oe eae en 
Prepaid expénses.iic as.c8s eal) Se a ee ee eee 
Current portion of loans receivable (note)3) 22." eee 


Loans:receivable:(motes3 ie - eee ee ee 
Future income taxes (Note) 9) ais oe see eee eee 
Capital assets ((noté:5) 22. cane eee ee 
Goodwill and other intangibles (note 6) s-m.e. aa cen ee ee 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current liabilities: 


Bank: loaris; (motes 1) econ 1 aie ee 
Accounts payable and other liabilities ee eee ee 
Current portion of due to related parties (note 4)............. 
Current portion of long-term debt (note 7) .................. 


Due.to related, partics, (note,4.) en are eee ee 
Long-term. debt (notes? uate eee 


Shareholders’ equity: 
Share capital (note 8) 
Retained earnings 


Commitment and contingency (notes 12 and 13) 
Subsequent event (note 15) 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


Yibiows 


Winston Ho Fatt 
Director 


Opt Youu 


Peter Kreutzer 


2001 2000 
% 690,332 $ 869,520 
1,659,609 1,148,555 
2,892,318 2,688,611 
4,030,831 2,905,348 
255,225 138,455 
79,726 15,600 
9,608,041 7,766,089 
98,200 81,200 
196,165 is 
15,111,501 15,255,477 
2,178,510 2,093,158 
$27,192,417 $25,195,924 
$ 1,952,234 $ 1,792,091 
4,243,367 3,431,293 
2 100,000 

1,703,923 1,389,493 
7,899,524 6,712,877 
156,451 132,856 
8,050,332 8,250,336 
8,719,427 9,105,620 
2,366,683 994,235 
11,086,110 10,099,855 
$270192 414 $25,195,924 


Canselidated Statements of Cperations and Retained Farnings 


Years ended June 30, 2001 and 2000 


Revenues (note 4) 


Cost of sales: 


Direct expenses 


Depreciation and amortization 


Operating margin 


Operating expenses: 
Corporate and administrative (note 4) 
Interest on long-term debt 
Royalty (note 4) 
Amortization 


Operating income before the following 


Other expenses: 
Loss on sale of marketable securities 
Write-down of intangible assets 
Loan receivable bad debt 
Foreign exchange loss 
Loss on sale of other intangible assets 


Income before income taxes 


Income taxes (note 9): 
OIE CHUA RAUIe SMaR Sia ee ses YA Wye leet airs 


Future income taxes 


INCTINCORICHET et eee es Pe ees 


Retained earnings, beginning of year 
Change in retained earnings on future tax adoption (note 9) 
Excess of consideration rendered over stated value of 
shares redeemed (note 8) 
Retained earnings, end of year 


Net income per share: 


See accompanying notes to consolidated financial statements. 


2001 2000 
$35,025,969 $32,126,716 
29,749,941 26,732,696 
1,602,158 1,385,858 
31,352,099 28,118,554 
3,673,870 4,008,162 
710,905 920,134 
887,951 815,977 
360,000 360,000 
204,482 288,755 
100,012 167,363 
2,263,350 2,552,229 
1,410,520 1,455,933 
57,880 633,818 
o 292,294 
i 54,552 
26,280 25,614 
20,620 e 
104,780 1,006,278 
1,305,740 449 655 
Si Sees Anicet aver 40,801 33,047 
613,389 “ 
654,190 33,047 
Ea ce eo ee 651,550 416,608 
994,235 621,250 
809,554 - 
(88,656) (43,623) 


$ 2,366,683 


$ 0.04 
$ 0.03 


$B 994,235 


$ 0.02 
$ 0.02 


on 


Conselidated Statements of Gash ws 


Years ended June 30, 2001 and 2000 


2001 2000 
Cash provided by (used in): 
Operations: 
Net inGOméi.s ace et re ORE anes ene ee $ 651,550 $ 416,608 
Add (deduct) items not requiring cash: 
Depreciation.and amortization ss space eer en ee ee 1,806,640 1,674,613 
PUturesdtnCOme tax See eetee nee ee ee eee an ee 613,389 = 
Loss.on saleot other intanciblevassets me ee ee 20,620 = 
Write-down of loan receivable ci = an ee - 54,552 
Write-down of goodwill and other intangible assets ............ - 292,294 
Loss’ on sale of marketable‘securities) 0. a) oor ae ee 57,880 633,818 
Funds from operations 292-0. hoes eo ee ere 3,150,079 3,071,885 
Net change in non-cash working capital balances (note 14)........ (1,202,820) (859,632) 
1,947,259 PROMPTS 
Investing: 
Purchase ot capital -assets ...0. 2 scl en ee (1,249,947) (1,768,798) 


Expenditures o1 intansibles.-.; ars so 0 eee (518,689) (538,304) 
Proceeds on disposal of other intangibles wear eee eee eee - 50,000 
Decrease (increase) in loans receivable yaa eee ee (81,126) 832032 
(1,849,762) (2,224,070) 
Financing: 
Increase: ini banksloans= neti aoe ese ee ene 160,143 421,959 
Repurchase and cancellation of Class Acommon shares.......... (474,849) (400,560) 
Decrease in due from related parties...) 2... 1) oe eee 250,000 
Increase (decrease) imlons-term debt; net, a5 sae eee 114,426 (193,736) 
Decrease induc, tomelated parti essa eae ear ne ee (76,405) (32,927) 
Issuance oi Class Avcommmon shares 7. gue 9 a eae et - 12,600 
(276,685) 67-330 
Increase (decrease) in: cashiduring the year... se eee eee (179,188) 45,519 
Cash, beginning of yeartea sas acy bra pea waa ee ae 869,520 824,001 
Cash, énd of yéarscok sans oie ee eee $ 690,332 $ 869,520 
Funds from operations per share: 
Bas Ose 2) cect deter carcetctrc sorter ERS gee cee 8 0.17 8 0.16 
Pll y-diluted ¢ocuessi siya hee aiiet ace aera eee te oe ne 8 0.16 8 0.16 


See accompanying notes to consolidated financial statements. 


Notes to Gansolidated Financial Ptatements 


Years ended June 30, 2001 and 2000 


1. SIGNIFICANT ACCOUNTING POLICIES: 


(a) Basis of presentation: 
The consolidated financial statements include the accounts of Beaumont Select Corporations Inc. 
(the "Corporation") and its subsidiaries. 

(b) Inventory: 
Inventory is recorded at the lower of average cost and market, with market determined at net 
realizable value. 

(c) Capital assets: 


Capital assets are recorded at cost upon acquisition. Depreciation on capital assets is provided using 
principally the straight-line method over the estimated useful lives of the assets as follows: 


Estimated 
Asset Useful Life 
WEHIClOS Mes apm rcs Menthe are eM er ete gm Vent th hee Ne FA rage 0s RS! eae eel ee 6 to 10 years 
Be aseiold itn prove Wiese. me oe ae co epi tas roe i tia Sa 10 years 
Productronre dil PMen tae wipe mete tar she Ree cme He hee ht tell We Aon) tdi eo epee eal a 10 to 20 years 
JaheaPNAVER® Ss oey Go Che ee DiS ie ta ee RCO is os Pee Rc ee ate ee 10 to 20 years 


(d) Goodwill and other intangibles: 


Goodwill represents the excess of cost over the fair value of net assets acquired. Other intangibles relate to 
deferred financing costs associated with the refinancing of bank loans and long-term debt and deferred 
development costs associated with the development of new commercially viable product lines and packaging 
designs. Goodwill is amortized on a straight-line basis over periods ranging from ten to thirty years. Other 
intangibles relating to deferred development costs are amortized on a straight-line basis over periods ranging 
from five to ten years and deferred financing costs are amortized over the term of the corresponding debt 
facility. Management periodically reviews the valuation and amortization of goodwill and other intangibles, 
taking into consideration the nature of the industry and the circumstances which might impair the value. The 
amount of impairment, if any, is determined based on estimated future cash flows. Any impairment in the 
value of the goodwill or other intangibles is written off against earnings. 


(e) Foreign currency translation: 


Integrated foreign operations have been translated into Canadian dollars using the temporal method 


as follows: 
Monetary items — exchange rates in effect at the balance sheet date; 
Non-monetary items — exchange rates in effect on the dates of those transactions; and 


Revenues and expenses — at the average exchange rate prevailing during the year; except for inventories, 
depreciation and amortization which are translated at prevailing rates when the respective assets 


were acquired. 


(f) Marketable securities: 


Marketable securities are stated at the lower of cost and market value. 


(gs) Per share amounts: 


Per share amounts are based on the weighted average number of shares outstanding during the year. Fully- 
diluted per share amounts were calculated based on the weighted average number of shares that would have 
been outstanding during the year had the options and warrants outstanding been exercised at the time they 
were earned or issued. 


(h) Income taxes: 


The Corporation adopted the liability method of accounting for income taxes (see note 9). Under this 
method, future income tax liabilities and future income tax assets are recorded based on temporary 
differences - the difference between the carrying amount of an asset and liability in the consolidated balance 
sheet and its tax basis using income tax rates enacted at the balance sheet date. The effect of changes in rates 
on future income tax liabilities and assets is recognized in the period that the change occurs. 


(i) Stock based compensation plans: 
Consideration paid by employees or directors on the exercise of stock option plans under the employee stock 
option plan is recorded as share capital. 


(j) Use of estimates: 


The preparation of financial statements in conformity with Canadian generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during 
the reporting period. The most significant estimate relates to determining the cost recoverability of the 
Corporation's goodwill and other intangible assets which are principally based upon estimated future cash 
flows. Actual results could differ from those estimates. 


(k) Comparative figures: 


Certain of the comparative figures have been reclassified to conform to the current year’s presentation. 


INVENTORY: 

2001 2000 
Raw materials ic St 2 .snsyh shone Se eat nein a gaa $2,110,720 $1,705,451 
Finished: 2000S ey. yon tee oot CRs ee eee ee tant eera 1,920,111 15199.897 


$4,030,831 $ 2,905,348 


EOANSE RECEIVABLE 


SS ———————— 


2001 2000 
Loans receivable, bearing interest at rates varying from non-interest bearing 
to 10% per annum, with $70,000 secured by a second charée on all of the 
assets of the debtor and the remaining balance unsecured and with 
Var yINS TepaVvIlelltaterins came berate ear ae ici ee PE ONER EE $177,926 $ 96,800 
Pessecursent, POmiCnwny ciate eee ee oO ee ee, heh. ER | 79,726 15,600 
$ 98,200 $ 81,200 
RELATED PARTY TRANSACTIONS: 
(a) Due to related parties: 
2001 2000 
Convertible debenture due to a shareholder and former officer of the 
Corporation, unsecured, bearing interest at 10% per annum 
compounded annually and payable on a monthly basis and 
with the principal portion repayable in full on July 1, 2002. 
The debenture is convertible, at the option of the holder, 
into 166,667 Class A common shares in total until maturity ...... $100,000 $100,000 
Convertible debenture due to a shareholder and former officer of 
the Corporation, unsecured, bearing interest at 10% per annum 
compounded annually and payable on a quarterly basis and with 
the principal portion repayable in full on July 1, 2000. 
The debenture is convertible, at the option of the holder, 
into 166,667 Class A common shares in total until maturity. 
During 2001, the convertible debenture was repaid in full ........ - 100,000 
Promissory notes due to shareholders of the Corporation, 
bearing interest at 10% to 12% per annum, unsecured and 
Withmollixed terimsiot repayinenteess 1 ee ee ee 56,451 32,856 
156,451 232,856 
IESSPCULTETIE DOL LION py pause gate itr ot Ceti r een ARN ie stone aurea ee - 100,000 
$156,451 $132,856 


The Corporation is required to make the following future principal payments as follows: 
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(b) Other related party transactions are as follows: 


2001 2000 
(i) Royalty charged by a company in which the chairman of the 
Corporation is the president but not a shareholder............. $360,000 $ 360,000 
(ii) Management fees charged by shareholders of the 
Corporation included in corporate and administrative expenses. . . $645,000 $ 741,009 
(iii) Interest revenue on amounts due from an officer and 
shareholder of the Corporation included in revenues.......... $ 9,000 $ 16,000 
(iv) Interest expense on amounts due to shareholders 
of the: Corporation. parse cena mane oe $ 10,000 $ 20,000 
CAPITAL ASSETS: 
Accumulated Net book 
2001 Cost depreciation value 
Production equipment 2... 44.504 $19,839,439 $ 9,513,315 $10,326,124 
Buildings... 23 0 oe eee 4,168,590 1,381,262 2,787,328 
Leasehold improvemeits. 9... --- i eee 1,674,894 846,260 828,634 
Vehicles oo scx avon un v Pee ee ee 707,151 602,736 104,415 
Dandies pwede ae eee a, ee 1,065,000 - 1,065,000 
$27,455,074 $12,343,573 $15,111,501 
2000 
Production equipment: 452.52) ee ee $ 18,894,255 $ 8,518,195 $ 10,376,060 
Buildings, «0.240 ue ee 4,125,231 1,144,834 2,980,397 
Leasehold improvements™, . 0 eee 1,508,530 708,271 800,259 
Vehicles 0). sagen. acai ee ee eee 6122 378,05 33,761 
Lan 55 oat tree, ARS ee Ge Ea 1,065,000 - 1,065,000 
$ 26,205,128 $ 10,949,651 $ 15,255,477 
GOODWILL AND OTHER INTANGIBLES: 
Accumulated Net book 
2001 Cost amortization value 
Goodwill Feet tos aris ey Qe ee ee $1,783,457 $ 691,256 $ 1,092,201 
Deferred development costs ................. 1,862,275 864,457 997,818 
Deferred finance costSie a) an eee 215,710 127.219 88,491 
$3,861,442 $1,682,932 $ 2,178,510 
2000 
Goodwill 6% 1,783,457 $8 578,606 § 1,204,851 
Deferred development costs ................. 1,453,990 630,060 823,930 
Deferred finance costs 143,461 79,084 64,377 
$ 3,380,908 $ 1,287,750 % 2,093,158 


As at June 30, 2001, the Corporation recorded a write-down totaling $nil (2000 - $292,294) as a result of a 


permanent impairment. 


7. BANK LOANS AND LONG-TERM DEBT: 


(a) Bank loans: 


The bank loans are revolving lines of credit, repayable on demand, bearing interest at rates ranging from the 
bank’s prime rate plus 1/2% to the bank’s prime rate plus 11/4% per annum and are secured under various general 
security agreements covering, all present and after-acquired property of the Corporation, an assignment of life 
insurance on an officer and shareholder of the Corporation, a general assignment of accounts receivable and 
inventory, personal guarantees from an officer and shareholder of the Corporation and a postponement of claim 
by the Corporation. 


(b) Long-term debt: 


2001 2000 
Term loans, repayable in monthly principal instalments of approximately 
$105,000 plus interest ranging from prime plus 1% to prime plus 
2% per annum and Roynat Inc.'s cost of funds plus 21/4% to 
23/4% per annum and secured as described in note 7(a) .......... $5,638,283 $5,102,290 
Mortgages, repayable in monthly instalments of principal and interest, 
bearing interest at rates ranging from Roynat Inc.'s cost of funds 
Pluse2} 2% for2 2/47o- POT =ALIMUTIY 28 oe as, os os Screw’ ish one ase old 3,724,175 3,952,544 
Notes payable, non-interest bearing, unsecured, with annual 
payments varying from $109,965 to $148,060 and 
KepayableninaullbinaDecemben 200 2an aria wusu ate rc neue Gis 228,658 370,150 
Capital leases, due 2001 through 2005, payable monthly, with 
interest rates ranging from 8% to 12% per annum and 
secured by certain equipment with a net book value at 
June 30, 2001 totaling $209,759 (2000 - $252,274) ............ 163,139 214,845 
9,754,255 9,639,829 
Mess Current PorliOn sat wee rteg oe etait tes mei eee 1,703,923 1,389,493 
$8,050,332 $8,250,336 


Except as specifically disclosed, the Corporation has pledged as security for the various mortgages and loans, 


all of the assets of the Corporation. 


The Corporation is required to make the following future principal payments as follows: 


Long-term Capital 

debt leases Total 

ROWER con Red 5 Maas aN Pie Ama Dc 2 we ima es ir a a $1,646,643 $8 57,280 $1,703,923 
PAU eee eM cre, ho ee OR ee 2,419,672 50,185 2,469,857 
OO perce cit ae to ete aaeaatataes «toa ig ce ion asin. aitaine ce 1,944,805 40,687 1,985,492 
LGU SRE ae ON RE gen eee re ote tare 2,065,996 14,987 2,080,983 
BOOG nerve wade 20 he alas wae ah Moma eM ett Pat's 1,514,000 - 1,514,000 
$9,591,116 $ 163,139 $9,754,255 
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SHARE CAPITAL: 


(a) Authorized: 


(i) Unlimited Class A voting common shares; and 


(ii) 100,000,000 non-voting Class B shares, Series 2. 


(b) Class A common shares issued: 


Balance, beginning of year.............. 
(i) Issued on exercise of stock options:. . . . 
(ii); Redemption of shares#.51 ee 


Balance,.end of year ==. ae ee ee 
Less cumulative issue costs............. 


2001 2000 

Shares Amount Shares Amount 
19,344,473 $ 9,778,171 20,079,830 $10,122,508 
- - 30,000 12,600 
(820,500) (386,193) (765,397) (356,937) 
18,523,973 9,391,978 19,344,473 riko rs Wal 
- (672,551) - (6727551) 
18,523,973 $ 8,719,427 19,344,473 $ 9,105,620 


During the year ended June 30, 2001 the Corporation acquired 820,500 (2000 — 765,357) Class A common 
shares for consideration consisting of cash proceeds totaling $474,849 (2000 - $400,560). As the 
consideration rendered was in excess of the stated value of the shares, the amount in excess totaling $88,656 
(2000 - $43,623) was recorded as a reduction of retained earnings. 


(c) Stock options: 


The Corporation has a stock option plan whereby officers, directors, employees and consultants may be granted 
options to purchase Class A common shares of the Corporation. As at June 30, 2001 options have been granted to 
purchase 953,724 (2000 — 598,724) Class A common shares at prices ranging from $0.42 to $0.56 until expiry on 
dates ranging from July 31, 2001 to October 30, 2005. All options vest on issuance and have a term of five years 


to expiry. 
2001 2000 
Weighted Weighted 
average average 
exercise exercise 
Number price Number price 
Outstanding options, beginning of year 598,724 $ 0.48 1,765,000 8 0.46 
Granted 400,000 0.53 675,000 0.50 
Exercised = = (30,000) 0.42 
Expired/cancelled (45,000) 0.44 (1,811,276) 0.47 
953,724 $ 0.50 598,724 $8 0.48 
Options exercisable, end of year 953,724 $ 0.50 598,724 6 0.48 
Weighted 
average Weighted 
Outstanding remaining Exercisable average 
Options Range June 30, contractual June 30, Cxercise 
of Exercise Price 2001 life 2001 price 
$0.42 to 0.49 170,000 1.1 years 170,000 $0.42 
0.50 to 0.56 783,724 3.5 years 783,724 $0.52 
$0.42 to 0.56 953,724 3.1 years 953,724 $0.50 


(d) Warrants: 


2001 2000 
Weighted Weighted 
average average 
exercise exercise 
Number price Number price 
Outstanding warrants, beginning of year - $ - 1,500,000 $0.55 
Granted - - - - 
Exercised - - - - 
Expired/cancelled - = (1,500,000) (0.55) 
eS $ - zi i 
Warrants exercisable, end of year ~ $  - - Bg - 


INCOME TAXES: 


Effective July 1, 2000, the asset and liability method of accounting for income taxes was retroactively adopted without 
restatement of the prior years' financial statements. As a result, the Corporation recorded a future tax asset and a 
corresponding increase in retained earnings of $809,554. 


Total income taxes are different from the amount computed by applying the combined expected Canadian Federal 
and Provincial tax rate of 42.6% (2000 - 44.6%) to income before income taxes and other items. The reasons for the 
difference are as follows: 


2001 2000 
Computed expected tax provision (recovery). .7 2... 046646. 6-saeee ne $ 556,245 $ 200,546 
Add (deduct) the following: 
Recosmized Denelit-Ol 1OSSES\).... ps ae eon een eo es ka eee. 40,396 (537,000) 
ALS CU@OLDOLALIONS ac Capita lel aX CS wep wore weet riers Sule aeie arctieplee: eh Pherow. fy fee mcmcpewen 40,801 23,901 
INGE deGUCtIb CrALIOLUZ C10 tls icin ai wa wow ice wonte each Mes cee sito aaa - 240,200 
INomede dictl Die EX DCNSESps tea ata ese er na ee i yd ue acts 1,048 3,100 
Non deductible portion, OL capital LOSSeS14.ene Seas oe ee 15,700 102,300 
HP OtalnCOlIe. LAKES; ASL CPOrled MaemE as rr ene un nt chan at eee $ 654,190 $ 33,047 
The components of the net future income tax liabilities at June 30, 2001 are as follows: 
Future income tax assets: 
INOU-Capital 1OSSeSan nes are teenie a tee See ere earner, Sie. werk ate bn sia odheicly ees rer een $ 1,842,705 
INCLCADICAL LOSSES: p< We me Rca rt ols DN MAAS ete, Kraan a lea emerge 784,696 
2,627,401 
Future income tax liabilities: 
CVAD ILAASSCCS ae uta a are a ER eR ey aN r ye gc Eliot Pin athe coll var paca, namie ee, » (663,914) 
Goodwillkandothen intanclDlomonmuteatat str tae cement eo peeitbe Geeicietes cles denen > (784,696) 
IAL Kopf hS Me 
NIATIOUI ALLO WAlLCe en ear mere icr eg mem emer came yt ear Ar et tere ai ctges a Strela nga BOs Sos UGA (982,626) 
INSTHFACPSMINOCOLIeL TAK A GSCt mime nn nt NT a eR te tan UROgn RIN cman $ 196,165 


At June 30, 2001 the Corporation had cumulative income tax deductions totaling approximately 520,084,900, 
including reported non-capital losses for income tax purposes of approximately $4,100,000 which expire in the 
years 2003 to 2008. 
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INGOMNS VA KESe (GON TIN Wisi) e 


Corporate tax returns are subject to assessment by taxation authorities in the normal course of business. The 
results of any assessments will be accounted for as a charge to earnings in the year in which they occur. 


-SEGMENTED INFORMATION: 


Reportable segments are identified on the basis of internal reporting to senior management. The Corporation 
operates primarily through two operating groups being: 1) food processing and distribution; and 2) real estate and 
rental properties. All operations are located in Canada. 


Inter-segment eliminations relate to revenues between segments recorded at transfer prices based on current 
market prices. Operating margin represents total revenues less cost of sales, including depreciation. Operating 
expenses are comprised of interest, corporate, royalty, amortization and administrative charges. Identifiable assets 
by industry segment are the assets specifically attributable to those operations. 


The following is an analysis of certain consolidated financial information by segment for the years ended June 30: 


2001 2000 
Revenues:() 
Food processing: and distribution seen ree eee ee ee $ 34,940,175 $32,024,619 
Realestate and rental properties puseus natn ee ee 711,794 604,630 
Inter-sesment transactions jay store ee ee (626,000) (502,533) 
$ 35,025,969 $32,126,716 
Income (loss) before income taxes: 
Food processing and ‘distribution. eee en ee eee $ 1,909,575 $ 975,303 
Realestate andjrentali propertics 2. ea.) ae ne (243,059) (281,546) 
[nter-seoment transactions ¢.. ae eee eee ae ee eee (360,776) (244,102) 
$ 1,305,740 $ 449,655 


(1) During the year ended June 30, 2001, sales totaling approximately $4,000,000 (2000 - $4,000,000) were made to 
customers located in the United States. 


Capital assets: 


Food processing Real estate and 

2001 and distribution rental properties Total 
Production equipment $ 9,931,707 $ 394,417 $10,326,124 
Buildings ~ 2,787,328 2,187,328 
Leasehold improvements 807,068 21,566 828,634 
Vehicles 104,415 - 104,415 
Land - 1,065,000 1,065,000 

$10,843,190 $ 4,268,311 $15,111,501 


—— ES oro eee 


10.SEGMENTED INFORMATION (CONTINUED): 


UW alts 


Food processing 


2000 and distribution 
Production equipment 6 9,960,323 
Buildings 7 
Leasehold improvements 786,664 
Vehicles 3o.1ol 
Land a 

$ 10,780,748 


Real estate and 


rental properties Total 
$ 415,737 8 10,376,060 
2,980,397 2°980°397 
135595 800,259 

~ 33,061 

1,065,000 1,065,000 

$ 4,474,729 $ 15,255,477 


Expenditures on capital assets and other intangibles and depreciation and amortization: 


2001 


Expenditures 
on capital assets 
and other 
intangibles 
Food processing 
and distribution $ 1,558,913 
Real estate 
and rental properties 209,723 
$ 1,768,636 


Total identifiable assets: 


Food processing and distribution 
Real estate and rental properties 


P/M WANE UWS Sie 


Expenditures 
Depreciation on capital assets Depreciation 
and and other and 
amortization intangibles amortization 
$ 1,432,224 $ 1,546,220 $ 1,508,520 
374,416 760,882 166,093 
$ 1,806,640 $ 2,307,102 $ 1,674,613 

2001 2000 

$23,065,094 § 20,776,272 
4,127,323 4,419,652 
$27,192,417 § 25,195,924 


As at June 30, 2001 and 2000, the fair values of the Corporation’s related party balances were considered 

undeterminable due to the inability to apply a valuation method or obtain market prices. The fair value of the 
Corporation’s marketable securities as at June 30, 2001 was approximately $1,660,000 (2000 - $1,443,000). As at 
September 30, 2001, the fair value of the marketable securities is approximately $1,535,000. The fair values of all 


other monetary assets and liabilities approximated their carrying values. 
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COMMITMENT: 


The Corporation has a royalty agreement with a company of which the chairman of the Corporation is the 
president. The royalty agreement extends to June 30, 2004 and results in the Corporation having to pay an 
annual obligation equal to the lesser of: 


(i) $360,000; or 


(ii) 18% of the gross sales of Dan Dan’s Food Products (1994) Ltd. (a wholly-owned subsidiary of the 
Corporation). 


CONTINGENCY: 


A secured creditor of Sparrow Electric Corporation ("Sparrow"), a former subsidiary, has successfully appealed a 
court decision wherein Canada Customs and Revenue Agency ("CCRA") claimed priority over this creditor with 
respect to amounts owed by Sparrow regarding unpaid statutory deductions. CCRA may have a potential claim of 
up to $925,000 against the directors of Sparrow. While the Corporation has a policy of indemnification for the 
directors of Sparrow, there is uncertainty as to whether the indemnification would be applicable in this 
circumstance. In addition, the Corporation has been advised by its legal counsel that on the basis of the facts 
presently known with respect to CCRA's claim, the Corporation would have a good defense to an indemnification 
claim. As a result, no amount has been accrued as a liability and expense within these consolidated financial 
statements. In the event that CCRA successfully brings a claim against the directors of Sparrow and the 
Corporation is found liable in a court of law for this claim as a result of the director indemnification, the resulting 
settlement will be accounted for as a charge to net income in the period in which the settlement occurs. 


-SUPPLEMENTAL CASH FLOW DISCLOSURE: 


(a) Changes in non-cash working capital: 


2001 2000 
Marketable securities $ (568,934) $8 (838,618) 
Accounts receivable (203,707) (240,405) 
Inventory (1,125,483) 54,885 
Prepaid expenses (116,770) 54,189 
Accounts payable and other liabilities 812,074 110,317 
$ (1,202,820) $ (859,632) 
(b) Cash payments: 
The following cash payments were made: 
2001 2000 
Interest $ 967,000 $ 963,000 
Taxes $ 16,000 8 24,000 


a a a a er aes a ee rt 
SUBSEQUENT EVENT: 


Subsequent to June 30, 2001 the Corporation negotiated a new long-term debt facility to a maximum totaling 
$2,250,000. The new facility has a term of seven years and bears interest at the bank’s floating base rate. 


BEAUMONT SELECT CORPORATIONS INC. 


